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Producers  88  (4-89)  —  Paid-Up 
With  640  Acres  Pooling  Provision 


PAID-UP  OIL  AND  GAS  LEASE 
(No  Surface  Use) 


THIS  LEASE  AGREEMENT  is  made  th.is.fisy 


CHESAPEAKE  EXPLORATION,  LL.C-,  an  Oklahoma  limited  liability  l  _  _,    ,  r 
prepared  by  the  parry  hereinabove  named  as  Lessee,  but  all  other  provisions  (including  the  completion  of  blank  spaces)  were  prepared  jointly  by  the  party  hereinabove  named  as  Lessee,  but  all 
omerprovisionsfmcludingmecompleticmofMaiikspaces)  were  prepared  jointiy  by  me  Lessor  and  I-essee.  . 
I .  In  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained.  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  following  described  land,  hereinafter  called 
leased  premises;  ^  SecffCft^. 

,)1S  acres  of  land,  more  or  less,  he\T\%tiffc$lsd(  I  out  of  ^fbfUfl\rk{£.  an  addition  to  the  city  of  GTand  Prairie, 

Texas,  being  more  particularly  described  by  metes  and  ^bounds  m  that  certain  fynef^  W^^f  A™ M™ '  T6C0]de& 
mfxhtyol  ^BS^^MiO ,  Page  ,  of  the  fi&f^/H/hht  .  ^nrmdt  Coun^Jexas;^^ 

in  the  fjaunty  of  ^fr/'/W?/     .  State  of  TEXAS,  containing  gross  acres,  more  or  less  (including  any  in  Kress  therein  which  Lessor  may  hereafter  acquire  by  reversion, 

prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas,  along  with  all  hydrocarbon  and  non  hydrocarbon  substances  produced  in 
association  therewith  (including  geophysical/seismic  operations).  The  term  "gas"  as  used  herein  includes  helium,  carbon  dioxide  and  other  commercial  gases,  as  well  as  hydrocarbon  gases.  In 
addition  to  the  above-described  leased  premises,  this  lease  also  covers  accretions  and  any  small  strips  or  parcels  of  land  now  or  hereafter  owned  by  Lessor  which  are  contiguous  or  adjacent  to 
tbe  above-described  leased  premises,  and,  in  consideration  of  the  aforementioned  cash  bonus.  Lessor  agrees  to  execute  at  Lessee's  request  any  additional  or  supplemental  instruments  tor  a 
more  complete  or  accurate  description  of  the  land  so  covered.  For  me  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be 
deemed  correct,  whether  actually  more  or  less. 

2  This  lease  which  is  a  "paid-up"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  five  (5)  years  from  the  date  hereof,  and  for  as  long  thereafter  as  oil  or  gas  or  other 
substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions 

hCreC3  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  <a>  For  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's 
separator  facilities,  the  royalty  shall  be  twenty  percent  (20)%  of  such  production,  to  be  delivered  al  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's  credit  at  tbe  oil  purchaser  s  transporta- 
tion facilities,  provided  that  Lessee  shall  hove  the  continuing  right  to  purchase  such  production  at  tbe  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  pnee  then 
prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity;  (b)  for  gas  (including  casinghead  gas)  andall  other 
substances  covered  hereby,  the  royalty  shall  be  twenty  percent  (20)%  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  less  a  proportionate  pan  of  ad  valorem  taxes  and  production,  sever- 
ance or  other  excise  taxes  and  the  costs  incurred  by  Lessee  in  delivering,  processing  or  otherwise  marketing  such  gas  or  other  substances,  provided  that  Lessee  shall  have  tie  continuing  right  to 
purchase  such  production  at  the  prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  fleM  (or  if  there  is  do  such  price  then  prevailing    the  same  field,  then  m  the 
nearest  field  in  whkh  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its 
purchases  hereunder  and  (c)  if  at  the  end  of  the  primary  terra  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled  therewith  are  capable  of  either  producing  oil  or  gas 
of  other  substances  covered  hereby  in  paying  quantities  or  such  wells  are  waiting  on  hydraulic  fracture  stimulation,  but  such  well  or  wells  are  either  shut-in  or  production  therefrom  >s  not  being 
sold  by  Lessee,  such  well  or  wells  shall  nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  lease.  If  for  a  period  of  90  consecutive  days  such  well  or 
wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  one  dollar  per  acre  then  covered  by  this  lease,  such .payment  to  be  made  to  Lessor 
or  to  Lessor's  credit  in  the  depository  designed  below,  as  jt  before  the  end  of  -<*id  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or 
wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided  that  if  this  lease  is  otherwise  being  maintained  by  operations,  or  il  production  is  oeing  so.d  o>  i^wee  .row  «v-ier 
well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  tbe  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production,  les- 
see's failure  to  properly  pay  shut-in  royalty  shall  render  Lessee  liable  for  the  amount  due,  but  shall  not  operate  to  tenra'nate  this  lease.  AM«AlnTV 

4  All  shut-uTroyalfy  payments  under  this  lease  shall  be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in  at  lessor's  address  above  or  its  successors,  which  shaU  be  Lessor  s  depository 
agent  for  receiving  payments  regardless  of  changes  in  the  ownership  of  said  land.  All  payments  or  tenders  may  be  made  m  currency  or  by  check  or  by  draft  and  such  PW™*0' "»dJ«  * 
Lessor  or  to  the  depository  by  deposit  in  the  US  Mails  in  a  stamped  envelope  addressed  to  the  depository  or  to  the  Lessor  at  the  last  address  known  to  Lessee  shall  constihitc  proper  W"**^ 
the  depository  should  liquidate  or  be  succeeded  by  another  institution,  or  for  any  reason  fail  or  refuse  to  accept  payment  hereunder,  Lessor  shall,  at  Lessee  s  request,  deliver  to  Lessee  a  proper 
recordable  instrument  naming  another  institution  as  depository  agent  to  receive  payments.  „,         „  lanA, 

5  Except  as  provided  for  in  Paragraph  3.  above,  if  Lessee  drills  a  well  which  is  incapable  of  producing  m  paying  quantities  (hereinafter  called  "dry  hole  ■)  on  the  leased  premises  or  lands 
pooled  therewith  or  if  all  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause,  including  a  revision  of  unrt  boundaries  pursuant  to  the  provisions  of  Paragraph  6 
or  the  action  of  any  governmental  authority,  then  in  the  event  this  lease  is  not  otherwise  being  maintained  in  force  it  shall  nevertheless  remain  «  force  ^}^!i0^^^S^n 
reworking  an  existing  well  or  for  drilling  an  additional  well  or  for  otherwise  obtaining  or  restoring  production  on  the  leased  premises  or  lands  pooled  therewith  within  90  days  after  completion 
of  operations  on  such  dry  hole  or  within  90  days  after  such  cessation  of  all  production.  If  at  the  end  of  tbe  primary  term,  or  at  any  time  ttWter.  ttus  ease  is  not  otherwise  bang m 
force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  any  other  operations  reasonably  calculated  to  obtain  or  restore  production  therefrom,  this  lease  shall  remain  m  force  so  long  as  any 
one  or  more  of  such  operations  are  prosecuted  with  no  cessation  of  more  than  90  consecutive  days,  and  if  any  such  operations  result  in  the  production  of  od  or  gasor  other  substances covered 
hereby  as  long  thereafter  as  there  ^production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith,  After  completion  of  a  weU  capable  of  producing  m  paying  quantities 
hereunder  Lessee  shall  drill  such  additional  wells  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  foe  same  or  similar  circumstances  to  (a) 
develop  the  leased  premises  as  to  formations  then  capable  of  producing  in  paying  quantities  on  the  leased  premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  eased  P™^* 
uncompensated  drauwge  by  any  well  or  wells  located  on  other  lands  not  pooled  therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly 

^e^uSeTshaU  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any  other  lands  or  interests,  as  to  any  or  all  depths  or  zones,  and  as 
to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the  commencement  of  production,  whenever  Lessee  deans  it  necessary  or  proper  to  do  so  in  order  to  prudently  develop  or 
operate  me  leased  premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or  interests.  The  unit  formed  by  such  poohng  for  an  oil  well  which  is  not  a 
horizontal  completion  shall  not  exceed  80  acres  phis  a  maximum  acreage  tolerance  of  10%,  and  for  a  gas  well  or  a  horizontal  completion  shall  not  exceed ,640  acres plus  a £f°°™J£5£ 
tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for  an  oil  well  or  gas  weU  or  horizontal  completion  to  conform  to  any  well  spacing  or  density  partem  that  may  be 
permitted  by  any  governmental  authority  having  jurisdiction  to  do  so.  For  the  purpose  of  the  foregoing,  the  terms  y&  well"  and  "gas  well"  shall  have  die  ~6sprc^edby  applicab e 
Lor  the  appropriate  governmental  aumority,  or,  if  no  definition  is  so  prescribed,  "oM^  ^^^^^.^^^^^^SlS^ir 
means  a  weuS»  initial  gas^il  ratio  of  100.000  cubic  feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under  normal  producing  condttoons  usmgs.ano^le^  separator 
Sties  ^equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  a  well  in  which  the  horizontal  component  of  me  gross  compledonmterval in  the  reservoir  ««^*e 
vScal  client  thereof,  k«erckg  its  pooling  rights  hereunder,  Lessee  shall  file  of  record  a  written  declaration  describuig  the  unrt  and  stating  *e  effective date  of pooUng.  Swjg-J 
Sng  or  forking  operations  anywhere  on  a  urTwhich  includes  all  or  any  part  of  die  leased  prem.ses  shall  be  treated  as  if  >t  were  production,  dnlhng  or^^  fn^dudedt  t 
preSs,  except  that  27productionon  which  Lessor's  royalty  is  calculated  s^ 

urbrarstor,ot^ 


heZdVLTth~b%^ 

of  record  a  written  declaration  describing  the  unit  and  stating  the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

record £  wnnen  oec.*  g  ^  ^  lcased  premises,  the  royalties  and  shut-in  royalties  payab  e  hereunder  for  any  well  on  any  part j>f  dieleas^l 

premises  orlands  pooled  merewim  shafl  be  reduced  to  me  proportion  m^^ 

8  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth  or  zone  and  *e  nghts  and  options 
of  the  parties  blunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  ass^  No  change  in  Lessor •sownershm  snail  bave_ die  effect 
^^T.;™nD  *.  nHUaatinn*  «fl.™  hereunder,  and  no  chanse  in  ownership  shall  be  binding  on  Lessee  until  60  days  after  Lessee  has  been  furmshed  the  original  or  certified  or  duly 


uieTcretnt  inXd^s^emTer  jointly  or  separately  in  proportion  to  the  interest  which  each  owns.  If  Lessee  transfers  its  interest  hereunder  u>  whole  or  mpart Lessee  MbenM  o 
SlobSg^ 

uZ S  respect  to  any  interest  not  ^transferred.  If  Lessee  transfers  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  mis  lease,  the  obhgation  to  pay  or  tender  shut-m 
royalties  hereunder  shall  be  divided  between  Lessee  and  the  transferee  in  proportion  to  the  net  acreage  interest  in  this  lease  then  held  by  eaclr 

royaines  nereun   written  release  of  this  lease  as  to  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered 


hereunder. 


DLS41736 


enhan'L  rec^  Les^e  tSSSSSSS  ^  f       °*f  "ST""  h«b"  on  *e  P^**  «  ^  P«tad  or  Prized  herewith,  in  primary  and/or 

S^S,P^ panted  herem  shall  apply  (a)  to  the  entire  leased  premises  described  in  Paragraph  1  above,  notwithstandkg  any  partial  release  or  other 

^^,2™^  Now*11 8113,1  be  K«fced  Iwthan  200  feet  from  any  house  or  bam  now  on 

4  £  ESS  «  ^«5£2?  S %  5  ^  ^  50311 f°'  «— i  by  its  operations  to  buildings  and  othJimprovemenls  now  on 

weti  casing,  rrom  we  leased  premises  or  such  other  lands  during  (he  term  of  this  lease  or  within  a  reasonable  time  thereafter 

iuri  J^onMn^l<?lS>HSJmder ^f1^"55  <*  ™pMod,  shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  governmental  authority  having 
SS^^S^Z ST^h    ^  I"8  ^r^^  WB*  ^  *S        °f      gas>  "d  •**  ■**"«  hereby.  When  drilling!  reworking,  product!  or  3 

rri?  ^  Sit  y  *        ^  ^  re8U'TS  °r  "S?  °r  *  ""^  10  ^  Dccessfl^  P™**  services,  material  water,  electfri*,  fuel,  access  or 

SreTowch^^^  vvar,  sabotage  rebelhon,  insurrection,  riot,  strike  or  labor  disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or 

w^Km^cwTJ^  ^  prevenuon  or  delay  shal  be  added  to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  implied  covenants  of  this  lease 

when  drilling,  production  or  other  operations  are  so  prevented,  delayed  or  interrupted. 

cov       ™v*™  !rTf  5*  L^°r' dUrintE  theJP/?'Ty,,Wm  °f  ^* ,easc' rece,ves  3  60,13  fldc  offef  ^  willing  to  accept  from  any  party  offering  to  purchase  from  Lessor  a  lease 

h^t^Ztlf  substances  covered  by  An  lease  and  covering  all  or  a  portion  of  the  land  described  herein,  with  the  lease  becommgKtive  upon  expiration  of  this  lease,  LeSTr 
t  offe  Tes^T/l  iSSJiT'H  "S  "  ^^y>^**  *5  »*»  the  name  and  address  of  the  offeror,  the  price  offered  and  all  othTperthVent  terms  and  conditions  of 
goffer  Lessee,  for  a  period  of  fifteen  days  after  receipt  of  the  notice,  shall  have  the  prior  and  preferred  right  and  option  to  purchase  the  lease  or  part  thereof  or  interest  therein  covered  by  the 
otter  at  the  price  and  according  lo  the  terms  and  conditions  specified  in  the  offer. 

A.  «J? '  N*  "ftS?  ^Sl"*.  i"iti??  by  ^ ItSpCCt  10  any  breach  01  dcfault  *  Lessee  hereunder- fot  3  Period  of  at  least  90  days  after  Lessor  has  given  Lessee  written  notice  fully 
KZ^JJ??  hI        •  Tly  *  JT"  ^  » jw«dy  the  breach  or  default,  within  such  period.  In  the  event  the  matter  is  litigated  and  there  is  a  final  judicial  determination 

tfial  a  breach  or  default  has  occurred  this  lease  shall  not  be  forfeited  or  canceled  in  whole  or  in  part  unless  Lessee  »  given  a  reasonable  time  after  said  judicial  determination  to  remedy  the 
breach  or  detault  and  Lessee  fails  to  do  so. 

,h     1  w  Jl  *LMme  consldec3tion1  recited  L*5301"  her*y  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  a  perpetual  subsurface  well  bore  easement  under  and 

through  the  leased  premises  for  the  placement  of  well  bores  (along  routes  selected  by  Lessee)  from  oil  or  gas  wells  the  surface  locations  of  which  are  situated  on  other  tracts  of  land  and  which 

devel°P  me  kascd  Pramses  01  ]mAs  P°°lcd  therewift  and  from  which  Lessor  shall  have  no  right  to  royalty  or  other  benefit.  Such  subsurface  well  bore  easements  shall  run 
with  the  land  and  survive  any  termination  of  this  lease. 

15.  Lessor  hereby  warrants  and  agrees  to  defend  tide  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and  discharge  any  taxes,  mortgages  or  hens 
existing,  levied  or  assessed  on  or  against  the  leased  premises.  If  Lessee  exercises  such  option.  Lessee  shall  be  subrogated  to  the  rights  of  the  party  to  whom  payment  is  made,  and  in  addition  to 
its  other  ngnts,  may  reimburse  itself  out  of  any  royalties  or  shut-in  royalties  otherwise  payable  to  Lessor  hereunder.  In  the  event  Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessor's 
title,  Lessee  may  suspend  the  payment  of  royalties  and  shut-in  royalties  hereunder,  without  interest,  until  Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has  been  resolved 
6.  Notwithstanding  anything  contained  to  the  contrary  in  this  lease.  Lessee  shall  not  have  any  rights  to  use  the  surface  of  the  leased  premises  for  drilling  or  other  operations. 

1 7,  This  lease  may  be  executed  in  counterparts,  each  of  which  is  deemed  an  original  and  all  of  which  only  constitute  one  original. 
DISCLAIMER  OF  REPRESENTATIONS:  Lessor  acknowledges  that  oil  and  gas  lease  payments,  in  die  form  of  rental,  bonus  and  royalty,  are  market  sensitive  and  may  vary  depending  on 
multiple  factors  and  thai  this  Lease  is  the  product  of  good  faith  negotiations.  Lessor  understands  that  these  lease  payments  and  terms  are  final  and  that  Lessor  entered  into  this  lease  without 
duress  or  undue  influence.  Lessor  recognizes  that  lease  values  could  go  up  or  down  depending  on  market  conditions.  Lessor  acknowledges  that  no  representations  or  assurances  were  made  in 
the  negotiation  of  this  lease  that  Lessor  would  get  the  highest  price  or  different  terms  depending  on  future  market  conditions.  Neither  party  to  this  lease  will  seek  to  alter  the  terms  of  mis 
transaction  based  upon  any  differing  terms  which  Lessee  has  or  may  negotiate  with  any  other  lessors/oil  and  gas  owners. 

IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  the  signatory  and  the  signatory's  heirs  devisees 
executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 


Notary's  commission  expires: 


STATE  OF  TEXAS 
COUNTY  OF 


This  instrument  was  acknowledged  before  me  on  the 


ACKNOWLEDGMENT 


_day  of 


w     GWG  E.  YOUNG 

Notary  Public,  State  of  Texas 
My  Commission  Expires 
May  09.  2012 


Notary  Public,  State  of  Texas 
Notary's  name  (printed): 
Notary's  commission  expires: 


CORPORATE  ACKNOWLEDGMENT 

STATE  OF  TEXAS 

COUNTY  OF  

This  instrument  was  acknowledged  before  me  on  the  day  of  ,  20  ,  by  of 

 a   corporation,  on  behalf  of  said  corporation. 


STATE  OF  TEXAS 
County  of  


Book 


This  instrument  was  filed  for  record  on  the , 
 M.,  and  duly  recorded  in 


Page . 


of  the 


RECORDING  INFORMATION 


.  day  of . 


Notary  Public,  State  of  Texas 
Notary's  name  (printed): 
Notary's  commission  expires: 

Record  &  Return  to: 
Chesapeake  Operating,  Inc. 
P.O.  Box  18496 
Oklahoma  City,  OK  73154 


records  of  this  office. 

By_ 


20_ 


at 


o'clock 


Clerk  (or  Deputy) 


2 
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